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THE WORK OF THE MASSACHUSETTS COMMISSION 
ON OLD AGE PENSIONS. 

By p. Spbncbb Baldwin, Executive Secretary of the Commission. 



The Massachusetts Commission on Old Age Pensions, Annu- 
ities, and Insurance was appointed in 1907, under authoriza- 
tion of a legislative resolve "to investigate and consider the 
various systems of old age insurance, or old age pensions or 
annuities proposed or in operation in this Commonwealth, 
or elsewhere, and report upon the advisabihty of establishing 
an old age insurance or pension system in this Commonwealth." 
The Commission was further instructed to report "statistics 
showing the probable expense to the Commonwealth of the 
various systems considered, and of any system that they may 
recommend for adoption, together with any biUs or other 
suggestions for legislation relating to this subject that they 
may deem wise." The report of the Commission was to be 
submitted on or before January 15, 1909. On January 1 of 
this year the Commission presented a preliminary report, and 
requested an extension of time for one year, in order to com- 
plete a statistical investigation that had been undertaken. 
This request was granted, and the life of the Commission was 
extended to January 15, 1910.* 

Massachusetts is the first state to provide for an official 
inquiry into this subject. In 1905 the legislature of lUitiois 
■created a commission to "investigate and report to the gov- 
ernor the draft of a bill providing a plan for industrial insur- 
ance and workrngmen's old age pension." This commission, 
however, confined its investigation to the subject of accident 
insurance of employees, leaving the question of old age pen- 
sions untouched. The Massachusetts investigation is thus 

* The members of the Commisaon are Magnus W. Alexander, Chairman, James T, 
Buckley, M.D., Mrs. M. R. Hodder, Arthur M. Huddell, Walter G. Chase, M.D. 
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especially noteworthy as the pioneer undertaking of this kind, 
in the United States. 

The plan of investigation finally adopted by the Commission, 
after careful preliminary study of the subject of inquiry, is. 
based on recognition of the need of statistical data regarding 
the number and the condition of potential pensioners in the 
state. Before any plan of old age pensions can be considered 
intelligently, with reference to adoption in Massachusetts, it 
is obviously necessary to know something about the approxi- 
mate number of persons who would come under the provisions 
of the scheme, the probable cost of providing for them in the 
proposed manner, and the present condition of the pension- 
able population. In order to form an opinion regarding the 
expediency of introducing in Massachusetts any one of the 
old age pension schemes that have been adopted elsewhere, 
one must know, at least approximately, how large the proposed 
undertaking is, how much it would cost, and what the need 
or the demand for such a measure may be. In other words, 
how many persons would be entitled to share in the benefits 
of the plan? What would it cost to provide pensions for this 
number? What is the present cost of maintaining the depend- 
ent part of this population under the existing system of poor- 
relief? What saving, if any, in the expenditure for poor-relief 
would result from the adoption of the plan? What proportion 
of the aged population is in actual want, — that is, not properly 
provided for through income from earnings or savings, and 
assistance from children or other relatives? Information that 
will throw light on these questions is needed before judgment 
can be passed on the cost and need of any plan of old age pen- 
sion or insurance. 

At present there are no ofiicial statistics that give answers 
to these important questions. The results of statistical inves- 
tigations in this field, carried on in Great Britain and various 
European countries, afford no secure basis for conclusions 
as to the cost, the scope, and the need of an old age pension 
scheme in Massachusetts, for the conditions in this state are 
widely different from those in foreign countries. Authorita- 
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tive determination of the concrete facts that are pertinent 
to intelligent consideration of the old age pension question 
in this state is clearly the first step toward a scientific solution 
of the problem. The investigation of the State Commission 
is designed to supply the needed statistical information. 

In 1905 a report on old age pensions was issued by the State 
Bureau of Statistics of Labor, under the direction of the former 
Chief of the Bureau, Mr. Charles Felton Pidgin. The statis- 
tical matter presented in this report was, however, of dubious 
character. The statistics purported to show that the estab- 
lishment of a pension system, providing $260 a year for all 
persons over sixty-five years of age who made application for 
such pension, would save the state about $2,000,000 a year. 
Mr. Pidgin arrived at this startling conclusion by calculating 
the net cost of the pension scheme on two assumptions: first, 
that only one person in five of pensionable age would apply 
for a pension; second, that the entire expenditure for chari- 
table purposes by cities, towns, individuals, and societies would 
be abolished by the institution of a pension system. The 
amount required to pay pensions of $260 a year to one-fifth 
of the population over sixty-five years of age was estimated 
by Mr. Pidgin to be $7,441,564. The amount expended for 
charitable purposes by cities, towns, individuals, and societies 
was calculated at $9,580,551.51. The following passage from 
the report states the two assumptions on which the estimate 
of the cost and the saving of the pension plan is based : * 

Now it is not to be assumed that all persons sixty-five years of age 
or over would ask for the old-age pension. Many such persons are in 
affluence; others, and a much larger number, are in comfortable cir- 
cumstances; many others are still able to work and support themselves 
or contribute to the support of their famihes; and quite a large number 
would be unable to obtain such a pension owing to their past manner 
of living. The experience of foreign countries has shown that not more 
than one-fifth of the persons beyond the age of sixty or sixty-five apply 
for the old-age pensions. As has been shown, the amount required to 
pay an annual pension of $260 to one-fifth of the persons in the State 

* Annual Report of the Bureau of Statistics of Labor, 1906, pp. 143-144. 
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sixty-five years of age or over is $2,138,987.51 less than was contributed 
in the year 1900 by the cities and towns and by individuals and corpora- 
tions for charitable purposes. If this plan were adopted, cities, towns, 
individuals, and corporate societies would be free from collecting and 
distributing money for charitable purposes. 



The assumption that only one person in five of eligible age 
would apply for a pension of $260 a year is palpably grotesque. 
There is nothing in the experience of other countries to warrant 
such an assumption. In New South Wales, for example, the 
percentage of the population over sixty-five years of age in 
receipt of pensions is about 45 per cent. There are 21,685 
pensioners out of 47,426 persons of ehgible age. In Great 
Britain the percentage of persons quahf jdng for pensions under 
the new pension act is about the same as in New South Wales, — 
45 per cent. There are 596,038 pensioners out of a population 
over seventy years of age of approximately 1,270,000. It should 
be remembered that in Great Britain, as in New South Wales, 
persons with incomes of more than a specified small amount, 
and also certain classes, such as criminals and paupers, are 
excluded from the benefits of the pension plan. If a universal 
pension, such as Mr. Pidgin proposed, were adopted in this 
state, it is reasonably certain that a large proportion of the pop- 
ulation of eligible age would apply for pensions. If, however, 
only one-half of the age population applied, or if one-half were 
disquahfied by various conditions of eligibility as in other 
countries, the cost would, nevertheless, exceed $20,000,000 a 
year. The number of persons sixty-five years and over in the 
state is given in the census returns of 1905 as 161,918. One- 
half of that number is roundly 81,000. Pensions of $260 a 
year for 81,000 persons would cost $21,060,000 annually. 

The other assumption made by Mr. Pidgin, that the total 
expenditure for poor-rehef by cities, towns, individuals, and 
societies would be abolished by the adoption of a pension 
scheme, is manifestly extravagant. The theory is that, if you 
provide age pensions for all persons over sixty-five years of 
age, almshouses and almsgiving wiU become superfluous. This 



59] Massachusetts Commission on Old Age Pensions. 421 

theory overlooks the patent fact that poor-relief is not granted 
exclusively to the aged poor. A state cannot get rid of aU its 
juvenile and adult dependents by merely pensioning the aged 
population. 

As to the actual effect of a pension system on expenditure for 
poor-reHef, the experience of European countries which have 
tried the pension pohcy shows that such expenditure tends to 
increase, rather than decline, after the pension system is estab- 
Hshed. The PreHminary Report of the Massachusetts Commis- 
sion gives an analysis of the experience of Denmark and the 
Australasian Colonies of Great Britain, which illustrates this ten- 
dency. The statistics of the operation of the Danish system 
disclosed these striking facts: — 

1. The number of recipients of old age relief has increased 
rapidly at the rate of 4 to 5 per cent, annually, while the 
population has grown only at the rate of one-half to 1 per 
cent. The number in 1893 was 43,826; in 1906, 68,831. 

2. The expenditure has risen in even greater proportion. 
In 1893 the total was 2,963,086 kroner ($741,000); in 1906, 
7,666,000 kroner ($1,914,000). 

3. At the same time the expenditure for ordinary poor-rehef 
has also increased in recent years. When the old age relief 
system was established, it was expected that the cost of poor- 
rehef would decrease to some extent, if not proportionately to 
the grant of old age relief. • For a few years this expectation 
was reahzed. Since 1896, however, the amount expended for 
poor-rehef has steadily increased, and in 1905 the amount thus 
expended exceeded the expenditure for 1890 by nearly 400,000 
kroner ($100,000). 

A survey of the figures relating to the operation of the New 
Zealand act since its passage shows that the number of pen- 
sioners has increased steadily, but not with notable rapidity; 
that the amount paid in pensions has increased greatly, being 
in 1908 nearly three times as large as in 1899. The latter fact 
is due, in large measure, to the increase of the amount of the 
pension from £18 to £26 a year in 1905. The effect of the pen- 
sion act on expenditure for poor rehef has been to reduce some- 
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what the amount spent on outdoor relief. The expenditure 
for indoor relief, however, has increased notably since the act 
went into operation. Thus the total expenditure for poor- 
relief has risen considerably. 

Concerning Victoria, Mr. H. W. Meakin, treasurer of the 
colony, states: "The introduction of the old age pension system 
in this State has had no appreciable effect on the charitable 
institutions." 

The Australian Royal Commission of 1905 drew the follow- 
ing conclusions regarding the relation of a pension system to 
poor-relief m the colonies: — 

The amounts voted for charities by the governments of New South 
Wales and Victoria, where old age pension acts are in existence, have 
not been appreciably reduced in consequence of the passing of these 
acts. ... It has been shown that in numerous cases the granting of 
pensions, with the consequent removal of inmates from asylums, has 
been exceedingly harmful, and that many of them have drifted into 
most undesirable quarters and suffered neglect and privation." 

These facts completely discredit the popular notion that the 
adoption of a pension system would mean "the passing of the 
poorhouse." It seems clear that, whatever benefits a pension 
system might or might not bring, it could not be expected to do 
away with almshouses and almsgiving. That, at least, is the 
lesson of foreign experience with pension systems. 

The statistical investigation which the Commission has pro- 
jected is designed, primarily, to show in a conclusive way the 
cost of applying in Massachusetts the various schemes of old age 
pensions proposed or tried in other countries, and, secondarily, 
to exhibit in considerable detail the financial, industrial, and 
social conditions of the aged population. For the purpose of 
such an investigation the population over sixty-five years of age 
may be divided conveniently into several classes. 

First, the criminal and the insane. It is necessary to know the 
number of persons of pensionable age in correctional institutions 
and in hospitals and asylums for the insane, in order to determine 
the scope and the cost of any pension plan. In most schemes ad- 
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vocated or adopted, the members of this class would be debarred 
from the receipt of a pension. Furthermore, the criminal and 
the insane would still have to be maintained in institutions, even 
if a pension system were instituted. This class, therefore, does 
not require detailed investigation for the purposes of an in- 
vestigation relating to old age pensions. The number of per- 
sons in this class must, however, be definitely determined in 
order to get at the proportion of the population of eligible age 
that would come under the provisions of a pension plan. 

Second, the institutional poor. It is necessary to determine 
the number of persons of pensionable age in public and 
private charitable institutions, at a given date, and also 
the number admitted during the period of one year, as well 
as the number of deaths, discharges, and transfers during the 
year. 

An investigation covering at least a period of twelve months 
is needed to show the full extent and movement of this insti- 
tutional population. A mere "day count" would give only a 
partial indication of the burden imposed by this dependent class, 
and would afford an altogether inadequate basis for calculating 
the scope and the cost of any pension system. Such a calcula- 
tion must be made on a year basis. It is necessary to know not 
only how many persons might come imder the provisions of a 
pension scheme at any given date, but how many persons must 
be provided for in an operating year. 

The particular information needed concerning this insti- 
tutional population relates to the total cost of maintaining this 
class; the percentage of aUens, invalids, insane, criminals, 
and the hke in this class, who would either be debarred from 
the receipt of a pension or would necessarily remain in insti- 
tutions even if a pension scheme were adopted; the percentage 
of persons in this class who would be enabled by the grant of a 
pension to withdraw from institutional residence; the re- 
duction, if any, in expenditure for institutional dependents 
to be expected from the adoption of a pension plan. 

Third, the non-institutional poor. The number of persons 
of pensionable age who receive outdoor relief from pubHc and 
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private sources during the period of one year must be ascer- 
tained. This non-institutional class must be studied in much 
the same way as the institutional class. Analysis of the facts 
to be gathered relating to the two classes of institutional and 
non-institutional poor will show the number of persons now 
resident in institutions, and dependent on charity, who would 
come under the provisions of a pension scheme, and the cost 
of providing for them in this way, as compared with the cost of 
supporting or assisting this population through pubUc and 
private charity by present methods, and will thus enable one 
to estimate the comparative economy of a pension scheme in 
its bearing on the dependent portion of the population. 

Fourth, the non-dependent poor. It is important to arrive 
at some estimate of the number of persons of pensionable age, 
not at present in receipt of indoor or outdoor reUef, who would 
be entitled by reason of their poverty to share in the benefits of 
a pension plan. This class includes the proportion of the 
population of pensionable age just above the dependency line 
but below the poverty line. The latter line is difficult to draw. 
The boundaries of this group are hard to define. But it is clearly 
important to determine the size and the composition of this 
class, for within it are found the persons who have the strong- 
est claim to pensions, if these are to be granted at all; 
namely, the deserving aged poor — those, who through no 
real fault of their own find themselves in want in old age. Is 
there a considerable percentage of such persons in the aged 
population of this state, — that is, persons who have been 
reasonably industrious, thrifty, and sober, and yet find them- 
selves actually destitute in old age ? This is another important 
question upon which the information gathered in the inves- 
tigation will throw Ught. 

The information that is sought concerning the class of non- 
dependent but necessitous aged relates to its composition as 
regards sex, nationality, occupation, income, physical con- 
dition; extent and forms of individual saving; amount of 
aid from relatives and others. In this connection, inquiry 
is also made into the extent to which pensions are already pro- 
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vided for the aged, through federal, state, municipal, or pri- 
vate agencies. 

The year September 1, 1908, to September 1, 1909, was 
selected as the twelvemonth period to be covered by the inves- 
tigation. September 1 was chosen as the earUest date on 
which a beginning could be made, after the organization of 
the Commission under its present chairman. In each division 
of the investigation individual schedules are used. In getting 
returns for the institutional population, the Commission has 
sought the co-operation of wardens of almshouses and superin- 
tendents of benevolent homes for the aged. With rare ex- 
ceptions these officers have shown great willingness to aid the 
Commission in furthering the progress of the investigation. 
The enumeration of inmates of almshouses and homes on 
September 1, 1908, has been completed. The returns for ad- 
missions, deaths, discharges, and transfers during the year 
will, of course, not be completed until September 1, 1909. In 
obtaining information regarding the non-institutional poor, 
the Commission has apphed to overseers of the poor in cities 
and towns of the state and to secretaries and agents of charitable 
societies. In cases in which the work of filling out schedules 
could not be undertaken by the latter, agents have been sent 
to obtain the returns. 

In the study of the non-dependent aged poor the Com- 
mission has employed agents to canvass various industrial cen- 
tres and rural communities throughout the Commonwealth. 
This part of the investigation cannot be made absolutely com- 
prehensive, for that would require a house-to-house canvass 
of the entire state. The method adopted is that of sampling 
extensively this class of the aged population in different parts 
of the state. The returns relating to the several classes of the 
pensionable population, when tabulated and analyzed, should 
present a graphic statistical picture of the condition of the aged 
poor in Massachusetts. 

The preliminary report, which the Commission submitted 
to the legislature in January, contains two appendices: the 
first giving an account of old age pension and insurance sys- 
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tems in foreign countries, including Germany, England, Den- 
mark, Belgium, France, Italy, New Zealand, New South Wales, 
Victoria, Australia, Canada, and Austria; the second giving 
an analysis of pension systems of American railroad and in- 
dustrial corporations. The latter is based on a study of thirty- 
two pension schemes, maintained by railroad companies, in- 
dustrial, commercial, and banking establishments, concerning 
which the Commission obtained definite information. Regard- 
ing the nature, the provisions, and the objects of these private 
pension systems the report states: — 

The general nature of the leading schemes is substantially the same. 
Provision is made for the voluntary or compulsory retirement of em- 
ployees at a certain age, with weekly or monthly allowance. The amoimt 
of the allowance is determined by the length of service and the wages 
of the employee. It is usually calculated on a basis of a percentage of 
the average wages for each year of service. The expenses of the pension 
system are commonly borne by the employer, without contribution from 
the employee. Often the pension system is combined with provision for 
sickness and accident insxirance, organized on a contributory basis. 

The motives that have induced large corporate employers to provide 
retirement pensions are partly economic and partly humanitarian or 
philanthropic. Economic motives play the leading part. This thing 
has been done because it has been found to be good business pohcy. 
The economic gain from the pension system is twofold: it eliminates 
the waste and demoralization attendant upon the continued employment 
of old men who have outhved their usefulness, and it helps to promote 
industry, contentment, and loyalty on the part of the working force. 
The pension system aids in solving the difficult problem of stimulating 
the employees of a large corporation to the highest efficiency. . . . 

The provisions of the leading pension schemes concerning which in- 
formation has been obtained by the Commission may be analyzed 
briefly as follows: — 

Age of Retirement. 

Most pensioning concerns fix one age for compulsory retirement and 
another for volxintary retirement, the latter including retirement at the 
request of the employee or at the discretion of the employer. Some 
companies permit also retirement by request or order at a still earlier 
age in case of invahdity or incapacity. The usual age of compulsory 
retirement is seventy years; of voluntary retirement, sixty years. In 
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several cases compulsory retirement is enforced at the age of sixty-five. 
In other cases voluntary retirement is not permitted before sixty-five, 
in one case not before seventy. One corporation fixes the age of volun- 
tary retirement at sixty-two, another at fifty-five. In one pension 
scheme no age of retirement is specified, each case being dealt with by 
itself. In numerous instances, provisions have been made for retiring 
employees on account of incapacity at an age earher than that fixed for 
regular retirement. 

Period op Service Required. 

A certain minimum period of employment in the pensioning establish- 
ment is required in all cases as a condition of retirement on pension. 
The prescribed term varies from ten to thirty years. The latter minimum 
is required in only one case. The lower limits of twenty-five, twenty, 
fifteen, and ten years are selected in about the same niunber of schemes 
each. 

Amount op Pension Geanted. 

The amount of the pension is determined in various ways, on the gen- 
eral principle of allowing a certain percentage of the average wages for 
each year of employment. The usual arrangement is an allowance for 
each year of service equal to 1 per cent, of the average wages earned 
during the last ten years. For example, an employee who has served 
forty years, at an average wage of |50 a month dxiring the last ten years, 
would receive a monthly pension amounting to forty times 1 per cent, 
of that sum, or |20. In one case the percentage of wages allowed is 
graduated from 1 to 2 per cent., according to the length of service. 
Another scheme provides for a monthly allowance equal to 1^ per cent, 
for each year of service on the first himdred dollars, or any part thereof, 
of the highest average monthly pay of the employee during any year 
of his last ten consecutive years of service; and, in addition to this, an 
amount equal to one-half of 1 per cent, of any excess over flOO of the 
average monthly pay for the ten-year period. Another company pays 
pensions proportioned to the amounts of the employees' previous con- 
tributions to the Compulsory Relief Fund for sickness and accident 
insurance. Still another corporation grants pensions at the rate of 
25 per cent, of the average pay of the employee for the ten years preced- 
ing retirement, and also permits the voluntary retirement of employees 
between the ages of sixty and sixty-four, who have served the company 
twenty years, on pensions equal to 50 per cent, of the average pay for 
the preceding ten years, this higher rate to continue to the time the 
pensioner is sixty-five years of age, and the rate thereafter to be 25 per 
cent. Other methods of reckoning the amount of the pension are the 
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following : 1 per cent, of the total amount paid to the employee in wages 
during his entire period of service; 20 to 40 per cent, of the average 
annual wages according to length of employment; one-half of the aver- 
age wages for the last five years of employment; one-fiftieth of the salary 
for each year of service up to a maximum limit of ff of the salary; 
a flat sum of $10, $15, or $25 per month, according to the wages pre- 
viously received. A maximum pension limit of 1100 per month is 
fixed in one scheme. Minimum limits of $18 a month and lower are 
found in some cases. 

Pbovision of Pension Funds. 

The expenses of the pension system are in a great majority of cases 
borne entirely by the employer, no contributions by employees being 
required. The pensions are paid from a fund established by the com- 
pany or from an annual appropriation, or by both methods. Some 
companies, however, require contributory payment by the employees. 
One system, for example, provides for a contribution by the employee 
to the amount of 2 per cent, of his wages and the payment of an equal 
amoxint by the company. Another fixes the employee's contribution at 
3 per cent, per month, supplemented by an equal amount from the 
company. . . . 

It is impossible to state the number of employees provided for under 
the pension systems, or the amount of expenditm-e for pensions. Re- 
turns gathered by the Massachusetts Bureau of Statistics of Labor in 
1906, from fourteen railway companies operating pension systems, show 
that the aggregate expenditures from their pension funds had amounted 
to $3,999,886.07. . . . The industrial corporations that have established 
pension systems are, in the majority of cases, employers of labor upon a 
very large scale. Indeed, the establishment of insurance and pension 
systems seems to be one of the usual features of the policy of the large 
corporations. The number of industrial workers who are now provided 
for-iby these pension plans must represent a very considerable proportion 
of the entire working class. 

As these pension plans have been in operation only a few years, it is, 
of course, too early to draw conclusions regarding the degree of success 
attained. It is significant, however, that many corporations have in- 
creased their expenditiu-e for pensions, while none, so far as can be 
learned, has abandoned a pension system once tried or reduced the ex- 
penditure for this purpose. What has been done thus far appears to 
represent a beginning in a movement that promises to do much toward 
solving, at least in part, the problem of industrial superannuation. It is 
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a fact of striking interest that, at a time when European governments 
are instituting systems of state insurance and pensions, maintained 
wholly or partly by general taxation, the American railroad and indus- 
trial corporations are attempting to solve this problem on their own 
initiative, through private systems supported by the revenues of the 
pensioning company. 

The Commission intends to issue another special report, 
dealing with the question of pensions for municipal em- 
ployees. This will embody the results of inquiries instituted 
by the Commission into the pension systems of all the larger 
cities in the United States. The problem of pensions con- 
fronting the mimicipality is essentially the same as that with 
which the large corporations have had to deal. The same 
reasons that have induced the latter to make special provision 
for the retirement of aged workers hold good in the case of the 
municipality. To continue men in the municipal service after 
they have outhved their usefulness in the positions that they 
hold means waste of the taxpayers' money and demoralization 
of the working force. On the other hand, to discharge outright 
aged workers who have been in the employ of the city for a 
long period of years is manifestly a harsh course, which the city 
as an employer of labor cannot afford to sanction by its example. 
The waste of the present practice of retaining aged employees 
in the service at regular wages is shown by certain returns pre- 
pared by heads of Boston departments, at the request of 
Mayor George A. Hibbard. The returns show that the 
total number of employees over sixty-five years of age 
in various departments is 491. The amount of compen- 
sation paid to them is $419,888.45. The number over sixty- 
five reported as inefficient is 296, and the compensation paid 
to this group is $200,194.35. Twenty-five per cent, of these 
employees have been in the service of the city over thirty years, 
only 5 per cent, less than five years. The percentage of 
inefficient employees over sixty-five years of age in some of the 
departments is strikingly large. In the Cleaning and Watering 
Division of the Street Department, for example, thirty-five 
men are employed, of whom all are reported inefficient. In 
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the Cemetery Department sixteen are employed, of whom all 
are reported inefficient. The Commission is obtaining similar 
returns relating to aged municipal employees from other cities 
in the country. This question of pensions for municipal em- 
ployees is regarded by the Commission as the most urgent phase 
of the pension problem. Besides issuing a special report on 
the subject, the Commission will give it further extended con- 
sideration in its final report. 



